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LocalTapiola is a company group owned by its customers. The company serves personal-, 
agriculture-, entrepreneur-, company- and society customers in the field of indemnity, life 
and pension insurances as well as in the field of investment and saving. Today’s insurance 
branch is highly competitive and for that reason it is vital to create strong relationships 
with customers in order to increase customer commitment and retention.  
 
The subject of the thesis was managing customer relationships. The theoretical part 
concentrated in overall relationship management, customer retention and commitment. 
Different types of customer bonds were dealt with in the theory part. The empirical part 
was executed via quantitative customer research. A survey was made to measure the level 
of customer commitment. In addition the survey measured customer loyalty and 
satisfaction. It was also studied which reasons are important for customers when choosing 
an insurance company and why they have switched from one insurance company to 
another.  
 
The results were that in addition to price, customers choose their insurance companies 
based on the personnel. Reasons for switching an insurance company were price, service 
availability and personnel. LocalTapiola received very good feedback from the 
interviewees. Many companies are moving towards more independent era of customer 
service. As it is no longer as easy to get personal service in some insurance companies, 
LocalTapiola has won over many customers with their service availability. The majority of 
the customers described LocalTapiola’s personnel as friendly and competent. Most of them 
also had a positive image about running errands in LocalTapiola.  
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LähiTapiola on asiakkaidensa omistama yhtiöryhmä. LähiTapiola palvelee henkilö-, maa-
tila-, yritys- ja yhteisöasiakkaita. Tuotteet ja palvelut kattavat vahinko-,  henki- ja elä-
kevakuuttamisen sekä sijoittamisen ja säästämisen palvelut. Koska kilpailu vakuutusalalla 
on entistä kovempaa, on tärkeää luoda vahvoja suhteita asiakkaisiin, jotta asiakkaiden si-
toutuneisuus ja asiakkaiden pitäminen saataisiin maksimoitua.  
Opinnäytetyön aiheena oli asiakassuhteiden johtaminen. Opinnäytetyö keskittyi yleiseen 
asi-akassuhteen hallintaan, asiakkaan pitämiseen ja sitoutuneisuuteen. Teoriaosio tutki 
myös erilaisia asiakassidoksia. Empiirinen osio toteutettiin kvantitatiivisella asiakastutki-
muksella. Kysely laadittiin jotta saataisiin selville asiakkaiden sitoutuneisuuden taso ja 
syyt sekä vakuutusyhtiön valinnan että vaihtamisen takana. Kyselyllä mitattiin myös asia-
kaslojaaliutta ja tyytyväisyyttä. 
 
Tutkimuksessa selvisi, että hinnan lisäksi asiakkaat valitsevat vakuutusyhtiönsä 
henkilökunnan perusteella. Vakuutusyhtiön vaihtamiseen vaikuttivat eniten hinta, palvelun 
saatavuus ja henkilökunta. LähiTapiola sai erittäin hyvää palautetta haastateltavilta. Monet 
yhtiöt ovat siirtymässä entistä itsenäisempään asiakaspalveluun. Koska nykyään vakuu-
tusyhtiöistä ei ole yhtä helppoa saada henkilökohtaista palvelua kuin ennen, LähiTapiola 
on voittanut puolelleen monia asiakkaita palvelun saatavuutensa ansiosta. Enemmistö 
vastanneista piti LähiTapiolan henkilökuntaa ystävällisenä ja asiantuntevana. Suurimmalla 
osalla oli myös positiivinen kuva asioiden hoitamisesta LähiTapiolassa. 
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1  INTRODUCTION 
 
 
The thesis focused on customer relationship management and more precisely on customer 
retention. The topic was chosen due to the interest originated from working experience on 
customer service in an insurance company. The empirical part aligned the theory part with 
a quantitative customer research. The case company was LocalTapiola. Choosing the case 
company was easy because of the working experience in the company and known 
possibilities in writing the thesis for LocalTapiola.  
 
The aim of the study was to gain more knowledge about the customer relationships in 
theory and to be able to conduct a professional survey to benefit the company, and to offer 
new ideas to improve their operations in customer service. The information was collected 
from both classical books of customer relationship management and from new 
establishments on the internet, such as e-library and web sites.  Professional magazines, 
journals and studies were also benefitted in the thesis. The aim of choosing the sources for 
the theoretical part was to collect both classical and new ideas.  
 
There were some questions guiding the thesis, such as: what is a good relationship between 
a company and a customer, how could the relationship be improved, and what makes 
customers stay in one company and becoming loyal to it. As the insurance business is quite 
a competitive branch, it was interesting to start to find out the reasons for customers in 
choosing one specific company and also the reasons for their switching of an insurance 
company. Thus, finding out these reasons was one key element in creating the customer 
questionnaire. In addition to this the customer bonds dealt in the theoretical part were also 
examined in the customer survey. The different customer bonds were included in the 
survey in order to evaluate the level of commitment among the customers towards 
LocalTapiola.  
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2  CUSTOMER RELATIONSHIP MANAGEMENT 
 
 
Customer Relationship Management (CRM) is a widely spoken concept in the field of 
business. There isn’t only one definition for it, but the definition varies depending on the 
context it’s dealt with. However, when we think about the deepest meaning of CRM, one 
could say it is more like a way of thinking than just one practice and needs to truly be 
taken as part of the company culture. CRM focuses on the relationships between a 
company and its customers. (Roberts-Phelps 2001, 2–14.) According to Kumar and 
Petersen (2012) the companies who have implemented the idea of CRM are the most 
successful ones regardless of their business field. 
 
CRM aims at establishing new relationships and developing them to best serve the interest 
of the company and shareholders through profitability, and the interest of the customer 
through value added. CRM creates long-lasting relationships by combining modern 
technology with modern way of thinking. Thus, CRM enables companies to really focus on 
one or several groups of customers, which isn’t possible in traditional marketing. The 
current trend is that customers no longer stay in one company but easily switch to another. 
They have triggered a new era of creating competitive advantage through customer 
orientation. Customer retention is one part of CRM where the most profitable, or in some 
other way valuable relationships are being focused on. (Payne 2005, 4–38.) 
 
According to Roberts-Phelps (2001) three things can be highlighted concerning customer 
relationship conscious business: retention, customer potentiality and de-selection of 
customers. Too many businesses concentrate on getting new customers instead of keeping 
their old ones and developing deeper relationships with them. Secondly, businesses should 
focus on customers as individuals and find a way to make them more frequent customers. 
Third thing is to identify the most potential customers who are worth keeping. Not every 
customer is profitable in long-term due to differencing customer groups. (Robert-Phelps 
2001, 2–14.) 
 
What differentiates CRM from general marketing or relationship management is its 
different basis ideas. Firstly, CRM doesn’t focus on having as much customers as possible, 
3 
 
but tries to increase the general activity of the customers. Secondly, all customers are seen 
as assets. It is thus not the advertisements and promotion that the customers are approached 
with, but other activities, which concentrate on the known relationship. Often firms 
concentrate on different sectors of their company, such as marketing, finance and IT, 
instead of combining those sectors according to customers’ needs. In most cases customers 
expect not only a good product but also fast delivery, so in CRM the different sectors 
cooperate in order to make this possible. (Payne 2005, 4–38.) 
 
CRM can be used to manage the whole customer lifecycle from beginning to the end. Still 
based on the results achieved it has to be noted that it’s not the most effective way to 
concentrate on the whole lifecycle. When including all different sectors, unavoidably also 
some unnecessary work is done. Usually there are only couples of parts inside different 
sectors that companies should focus their CRM on. When including every sector in the 
CRM program, it is hard to evaluate which parts are bringing value to the company and 
which aren’t. CRM planning program is not cheap nor quickly taken into use. When 
implementing CRM, there should be a clear target in mind. It is no use to make the whole 
system a target but to identify the key issues in the company that have an effect on its 
competitiveness. (Harvard Business Review 2011.) 
 
Successful CRM plan uses marketing, selling and service operations all together in some 
amount, in order to achieve three stages in relationships. First, a company needs to acquire 
the special types of customers or market segments that it finds important. Secondly, the 
strategically significant relationships are retained and developed. Thirdly, as the 
relationships develop, the company can offer the best value propositions for the most 
important customers. In order to achieve all this, the company must have close cooperation 
with its suppliers and other operators in its business network. (Buttle 2009, 469.) 
 
CRM can be divided into different types: operational CRM, analytical CRM, collaborative 
CRM and strategic CRM being the most used terminology. Operational CRM includes the 
customer contact places like call centers or sales through internet. Analytical CRM means 
the information processing: how it is collected, stored and analyzed. Collaborative CRM 
works to connect the different channels in the company and allows an efficient interaction 
between customers, company and employees. All these parts should work together to 
enable functioning CRM operations. A term strategic CRM is also used. It means that 
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CRM is taken a part of corporate strategy from the very beginning and with the help of it, 
customer relationships are made long-term profitable for shareholders. (Payne 2005, 4–38.) 
 
 
2.1  Relationship management 
 
Although creating strong relationships is said to be the future of markets, still the focus of 
market theories is too much on acquiring customers instead of retaining customers. 
Marketing should not be seen as product oriented, but more customer relationship oriented. 
The changes in the ways of thinking are due to more severe and global competition, 
similarity of products and customers who know what they want. (Buttle 1996.) 
 
In its easiest form relationship means that some kind of activity exists between two parties 
in some period of time. In business, relationship is divided in different episodes from 
inquiry to invoicing. These episodes then again have different interactions as action and 
response. Thus the basic definition is being criticized as in business there are other factors 
included in the relationship, which have to do more with emotions. These are called 
customer bonds. For example when you visit some store to purchase lemonade, it is not yet 
a relationship that you have with the store, but more like a single action. However, if you 
return to the same store because of its good location, atmosphere or personnel, then it can 
be called a relationship. (Buttle 2009, 25–55.) 
 
Dwyer, Schurr and Oh (1987) have introduced five phases on how buyer-seller 
relationships evolve. The first step is awareness, second exploration, third expansion, 
fourth commitment and fifth dissolution. Awareness is the phase where parties recognize 
potentiality on each others. Most frequently those parties are also operating near to each 
other. Awareness is however mutual. Second phase, exploration, means that parties start to 
pounder the results and benefits of doing business. Exploration might be short-timed or 
include some period of testing. Exploration also includes the process of establishing the 
common rules for business actions and the early stages of the actual buying and selling. 
Third phase, expansion, is continuation for exploration, where parties are already more 
willing to take risks in the relationship, which deepens the relationship as whole and adds 
commitment. Fourth phase is commitment, where parties have a continuing relationship, 
with higher inputs, better durability and increased consistency. The last phase, dissolution, 
5 
 
is where the relationship ends. It might be because of dissatisfaction on the other stages of 
the relationship or simply that other party stops their operations voluntarily or due to some 
forcing conditions. (Dwyer, Schurr & Oh 1987.) 
 
Robert-Phelps (2001) suggests a four step approach to manage relationships: 
1. Segmentation 
2. Analyzing current behavior 
3. Developing strategy to achieve the target behaviors 
4. Behavior maintenance (Robert-Phelps 2001, 2-14.) 
 
Companies should collect specific information about their customers, information by 
which the customers can be segmented, based on their past behavior. This might be for 
example transactions and payment records, with help of which the customers can be 
divided into different activity groups. Segmentation then helps the business to evaluate 
customer behavior and compare it with the behavior that is wanted. After this comparing 
some strategies can be developed to match the current behavior with the target behavior. 
When you are aware of the current buying patterns, you should then try to increase the 
frequency of customer buying. It is worth having up-to-date technology in use, because 
then the information about customers can be better stored and in one place. Thus it’s easier 
to monitor the behavior and maintain the good results. (Robert-Phelps 2001, 2–14.) 
 
Trust is essential in a relationship. One can trust to another because of the feeling that the 
other party is having an interest in them. One can also find the other party honest or simply 
to have enough expertise, to earn their trust. There are different kinds of trusts recognized: 
calculus-based trust, knowledge-based trust and identification-based trust. (Buttle 2009, 
25–55.) Calculus-based trust exists in the beginning of the relationship. It means that the 
buyer expects the seller to act as agreed, but nothing more. Knowledge-based trust instead 
takes history into account and allows parties to have specific expectations of the behavior 
of one another. Identification-based trust exists when the relationship has developed again 
further. At this stage one party can easily act with another because they better know each 
other’s needs and wants. For example when customer goes into a fish shop for the first 
time, they have calculus-based trust and expect to pay and get a fish. When that customer 
has visited the shop couple of times, they know that new deliveries arrive on Monday and 
they start to visit the shop on Mondays. This is the stage when knowledge-based trust 
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exists. Finally, when the trust is identification-based, the seller has a fish already reserved 
for the customer when they come to the shop. (Buttle 2009, 25–55) 
 
A highly important factor in a successful long-term relationship is commitment. 
Commitment results often from trust and shared values. It encourages partners to cooperate 
in order to maintain the relationship. Commitment doesn’t exist in an untrustworthy 
relationship because it can make the customer vulnerable for opportunism by the supplier. 
(Buttle 2009, 25–55.) 
 
To understand different types of customers, Coules and Gokey (2005) introduced a map of 
loyalty dimensions (GRAPH 1.) Customers are divided into two groups based on their 
behavior: loyalists and downward migrators. These again are both divided into three 
specific groups. Emotive loyalists don’t feel any need for changes since they strongly rely 
on their brand’s superiority. Inertial loyalists may sometimes consider their behavior but 
don’t really think it is worth the effort of changing their provider. Deliberative loyalists 
instead make actual comparisons every now and then, but end up preferring their old 
brand. Lifestyle downward migrators do comparisons because of often varying needs. 
Deliberative downward migrators like to compare alternatives and tend to easily change 
their current brand. Dissatisfied downward migrators are so called sensitive buyers who 
change company when facing negative experience in business.  
 
 
 
GRAPH 1. Loyalty dimensions (Coules & Gokey 2005.) 
 
7 
 
2.2  Customer lifecycle management 
 
Customer lifecycle management (CLM) can be seen as a measurement tool of the 
successfulness of a company’s customer relationship management program. There are 
different metrics connected to CLM and in order to be fully able to measure CRM, 
companies have to have metrics both before and after the realization of their CRM. The 
most important influence of CLM is time. The customer lifecycle needs to be analyzed 
from beginning to the end. What must be observed among other things are purchase 
history, frequency of visits and needed services after the purchase, which all affect also to 
the length of the relationship. What differentiates CLM from CRM is that CLM measures 
the entity of customer relationships whereas CRM concentrates on some customers more 
over the others and is connected to specific departments. CLM doesn’t belong to just few 
departments but combines the information from each department and analyzes the 
customer lifecycle based on that information. (Salesboom 2014.) 
 
These two concepts are still tightly connected to each other since one strategic aim of 
CRM is to create profit through managing the customer life cycle. Customer lifecycle at its 
simplest form has three main processes: customer acquisition, customer retention and 
customer development, from which customer retention is dealt with more care in chapter 3. 
Basically these processes tell how a company gets new customers, increase their value and 
keep the relationship prospering for as long as it is worthwhile.  There are also other 
viewpoints in how customer lifecycle is defined but they all follow the same principle idea: 
how the relationship is born, developed and possibly ended. (Buttle 2009, 225–253.) 
 
Customer acquisition is always needed by companies. Even though the customer retention 
strategy works well and customer leaving is minimized, the leaving ones still need to be 
replaced in order to maintain the overall performance level. In the Business to Customer 
(B2C) model customers may leave due to their changed life situation, such as having 
children or getting married or divorced. (Buttle 2009, 225–253.) These changes should be 
considered by the company to ensure that their products or services are adaptable to 
different kinds of life situations. For example, an insurance company should make it easy 
for their customers to change their insurances or switch them to another type of insurance.  
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When developing a customer acquisition plan it is important to somehow connect it to the 
customer retention strategy since those two strategies go tightly hand in hand. The new 
customers who bring value to the company need to be retained. To ensure efficiency in 
both acquiring and retaining, it’s good to have two separate plans which then can be 
compared and developed based on one another. Buttle (2009) has mentioned four different 
kind of new customers: new-to-category, new-to-company, portfolio purchasing and 
strategic switching customers. (Buttle 2009, 225–253.) 
 
New-to-category customers are those who have used some of the services of a specific 
company, but haven’t earlier used some another area of their range of services. To use an 
example of an insurance company, there might be a couple with insurances for home and 
vehicle. When they get a child they might be interested in having a child insurance or life 
insurance for themselves. New-to-company customers haven’t earlier used any services of 
the company and are usually won by a competitor. Thus, they are usually more expensive 
customers to get than new-to-category customers, since they are already committed to the 
other company and bring along high switching costs.  
 
Portfolio purchasing customers are those who compare companies based on their portfolio 
or offers. They go from one company to another, after the most beneficial offer. With these 
customers it is possible to try to increase their spending by offering cheap short-term 
services, for example travelling insurance for up to 14 days with discount. Portfolio 
purchasing customers shouldn’t be focused on to turn into loyal customers due to their 
costs of keeping. Strategic switching customers in turn form from the customers, who 
change companies when they receive better deal. For example when another company 
approaches them and offers better deal, they switch to that company. Strategic switchers 
may switch between two companies multiple times. (Buttle 2009, 225–253.) 
 
Customer development is a process where a retained customers’ value is increased by 
specific actions. In most cases this happens via cross-selling or up-selling. In cross-selling 
customers are offered additional products or services and in up-selling they are offered a 
higher priced a margin product or service. When customer retention focuses on keeping the 
valuable customers, customer development focuses on increasing the value of those 
customers. Thus, customer acquisition, retention and development are all linked together. 
(Buttle 2009, 255–287.) 
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2.3  Value creation process 
 
When speaking about value creation, it is to be noted that the value is not only added solely 
to customer or to a company. What value creation process strives to find, are the perfect 
solutions to gain mutual benefit. Payne (2006) states, that creating value to a customer can 
be considered to be one of the most important factors in achieving a competitive 
advantage. However, it is not often agreed on what makes the value for customer. Thus, 
companies should clearly know what the value is, that they want to deliver to customers 
from different segments, and also have a plan on how they could actually manage to 
deliver it.  
 
In an ideal situation value in a relationship means giving and receiving. Both parties gain 
benefit from the relationship, but are also ready to do some sacrifices in order to retain the 
relationship. This value can be developed via increasing the benefits of the relationship or 
alternatively decreasing the sacrifices required. (Buttle 2009 185–220.) Gerson (1998) 
states that it is not the product features, or price, that creates a competitive advantage in a 
relationship, but the benefits that you can serve your customers with. There should always 
be some reason for the customer to do business with you, preferably something that the 
competitors can’t provide. Payne (2006) introduces a value creation process with three 
main steps. First step is assessing what value is received by customer. Second to assess, 
what value is received by the organization through retaining that customer. Third step is 
then to plan how to manage this exchange of value to maximize the length of the 
relationship in different customer segments. (Payne 2006, 102–164.) 
 
Customer value proposition is a promise made by a company to their customer about the 
value that they receive as an exchange for their customership. (Buttle 2009, 185–220.) 
Treacy and Wiersema (1995) have defined three different strategies for value proposition. 
These strategies are called product leadership, customer intimacy and operational 
excellence. Product leadership means that the company pursues towards the best products 
on market through constant product development and research. Customer intimacy requires 
paying attention to individual customers. Companies using this strategy need to develop 
their customization and understanding towards the different needs of their customers. 
Operational excellence is about providing products at the lowest possible price. Companies 
that use this strategy have great efficiency at some specific operation, for example 
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McDonalds. Operational excellence requires careful process monitoring with constant 
quality and cost observation. (Treacy & Wiersema 1995.) 
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3  CUSTOMER RETENTION 
 
 
Customer retention is a process of maintaining valuable customers and having beneficial 
relationship with them, for as long as the value is involved in the relationship. According 
to Buttle (2009), customer retention isn’t about keeping every possible customer forever. A 
company selects the customers who bring value to the company and whom receive value 
from the company. This way the relationship is an exchange of value, which makes it 
stronger and more committed by both sides.  As every relationship is not equally profitable 
it is necessary to separate the valuable customers from the non-valuable customers. For 
example strategic switchers, who always go after the best deal, don’t add value for the 
company in long term. (Buttle 2009, 259–274.) Raab, Ajami and Gargeya (2008) explain 
that it is the many services and products in today’s markets and increased competition in 
general, that has gained customer retention, together with customer satisfaction, even a 
greater importance in today’s business. (Raab, Ajami & Gargeya 2008.) 
 
Companies are able to monitor their customer base’s consistency through customer 
retention rate, which can be calculated in few different ways. The most common ones are 
raw customer, sales-adjusted and profit adjusted retention rate. Raw customer rate 
expresses the number of customers retained during the financial year compared to the ones 
that were active at the beginning of the year. Sales-adjusted rate compares the value of 
sales received from the retained customers to the total sales received from all active 
customers at the beginning of the financial year. In profit-adjusted rate the profit from 
retained customers is compared to the profit from all active customers at the beginning of 
the financial year. The basis of these customer retention rate is to separate the retained 
customers from the others. They don’t provide all accurate or reliable information as such 
but do give some idea about the successfulness of customer retention. (Buttle 2009, 259–
274.) 
 
Customers can be valuable not only through high purchases. There are five different types 
of strategically significant customers, who bring value through other than directly financial 
ways. Customers may have high future lifetime value, and even though they might not be 
valuable at the moment, they will be sometime in the future. High volume customers are 
those who bring the value through economies of scale. They allow the company for 
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example to keep the overall unit costs low. Benchmark customers are well known 
companies which others look up to. By having these customers it is easy to gain also new 
customers since they can rely on a big company’s partner. Customer can also have a value 
of inspiration. They are those who constantly want more, and force the business to develop 
itself, for example, through product development. There are also so called door openers, 
through whom it is possible for a company to enter a new market and expand its 
operations. (Buttle 2009, 259–274.) 
 
An important thing for a company is to determine which customers are worth retaining. 
Companies should identify previously mentioned strategically significant customers to 
whom they can then focus their retention efforts on. However, competitors can share one 
strategically important customer, which instantly increases the costs of retaining the 
customer. When retention costs rise, the customer may lose their value at the end. The 
level of commitment has a direct link with the costs of retention. When the customer is 
committed in making business with one company, they are less alike to be interested in 
other companies’ offers. (Buttle 2009, 259–274.) In today’s market, non-changing 
customer base has become something that companies strive towards at. It is estimated that 
keeping your old customer is six times cheaper than acquiring a new one. (Raab et al. 
2008.) 
 
 
3.1  Retention strategies 
 
There are so called positive and negative retention strategies. Positive strategies provide 
customers with rewards for continuing relationship when again the negative strategies 
prevent the customer from leaving by creating some exiting barriers. Negative strategies 
often involve for example high switching costs, which customers may find out only after 
the contract making. This way mutual commitment is prevented and customers stay in the 
company only because they feel like there aren’t other possibilities. These kinds of 
customers, even though they are retained, can cause more damage than the value gained 
from their retention. They are likely to spread a bad word about the company, and 
eliminate other possible customers. (Buttle 2009, 263–277; Ranaweera & Prabhu 2003.) 
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Positive customer retention strategies include making customer delighted, adding the value 
for customer, developing customer engagement and creating customer bonds. Customer 
bonds are covered in chapter 3.3. Delighting customer is doing more than making them 
satisfied. This requires understanding of what customer wants and expects. With constant 
customer delighting the commitment can be added, through which the trust and 
relationship are also developed. Customer delight can be created by managing expectations 
or performance. Usually customers’ expectations are greater than the performance 
capability. Still it is not necessarily a good thing to lower the expectations since the 
customer may feel like the company isn’t developing itself or ready to put an effort on the 
relationship. Performance can be developed to better match the needs of the customers. For 
example when customer leaves a complaint online, they expect to be answered in 
reasonable time. When no answer is received within a week, the customer easily feels they 
are not valued. (Buttle 2009, 263–277.) 
 
Berry and Parasuraman (1991) have given three stages of customer retention (TABLE 1.)  
 
TABLE 1. Three levels of retention strategies. (Berry & Parasuraman 1991.) 
 
Level 
Types of 
bond(s) 
Marketing 
orientation 
Degree of 
service 
customization 
Primary 
marketing mix 
element 
Potential for 
competitive 
differentiation 
1 Financial Customer Low Price Low 
2 
Financial & 
social 
Client Medium 
Personal 
communications 
Medium 
3 
Financial, 
social & 
structural 
Client 
Medium to 
high 
Service delivery High 
 
First stage is price orientated with low service customization. Customers are seen as buyers 
and the bond tying them to the company is financial based.  Second stage is based more on 
personal communications and customers are seen as important buyers. The bonds are both 
financial and social, providing customer also optional ties. Service customization exists in 
some extent and products themselves have some unique features. Third stage is based on 
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service delivery with high customization. Products are unique and in addition to social and 
financial bonds there are also structural bonds, which might be for example related to the 
product maintenance. 
 
A strategic thing for companies to do is to add customer-perceived value, which means that 
the customer is offered more value for their customership. Most common programs for 
adding the value are loyalty schemes, customer clubs and sales promotions. Loyalty 
schemes reward customers for their spending – the more they bring money the more they 
get back. Loyalty schemes add the value for customer and make them feel more 
appreciated and important for the company. (Buttle 2009, 263–277.) In Finland almost 
every grocery store has an own loyalty scheme. An exception is Lidl, which has won some 
customers over with lower prices. Buttle (2009) states that the effectiveness of loyalty 
programs has suffered because so many companies have adopted their own program. Many 
people already belong to two or more loyalty programs in the same branch and collect the 
benefits of them all. This way the original idea of the loyalty scheme is blurred. Of course 
a good side of the loyalty schemes is that they allow companies to collect information 
about customers’ buying behavior and help the company to predict and understand 
customer behavior also. (Buttle 2009, 263–277.) 
 
An alternative for loyalty scheme is a customer club. Customer clubs are programs that 
attempt to increase the value offered to their members only. Customer club establishing 
can be quite expensive but can be expected to return profit at some point in the future. To 
belong to a club customer must give their information to the company. With the help of the 
information the company is then able to target right campaigns to create value for the 
customer. Loyalty schemes and customer clubs both offer long-term benefits for customer 
whereas sales promotions try to boost the value temporarily. Sales promotions include for 
example vouchers or free gift besides a specific purchase. (Buttle 2009, 263–277.) 
 
Customer retention can be developed also through customer engagement. Although 
customers are happy with the services, studies show that they still are likely to switch their 
supplier. Thus, customer satisfaction solely isn’t enough to keep the customer. Engaged 
customers often have some strong attachment for a brand or a company, and are resistant 
for competitors’ influence. Companies can benefit this engagement by creating a strong 
image or brand for the customers. (Buttle 2009, 263–277.) Kaltcheva, Winsor and 
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Parasuraman (2013) have studied that those customers who have a strong personal 
relationship with a company, are more committed to the company and don’t tend to spread 
negative word-of-mouth of it even when having some problem in the relationship.  
 
Peppers and Rogers (2011) have specified the differences between market-share strategy 
and share-of-customer strategy (TABLE 2.) 
 
TABLE 2.  Strategy comparison. (Peppers & Rogers 2011.) 
 
Market-Share Strategy Share-of-Customer Strategy 
Products and brands form the value Customers only source of value 
One brand at a time is sold to as many 
customers as possible 
As many products as possible are sold to 
one customer at a time 
Differentiating products from competitors Differentiating customers from each other 
Selling to customers Collaborating with customers 
Finding new customers constantly 
Finding new opportunities from existing 
customers 
Each product or transaction should be 
profitable even at the cost of a customer’s 
confidence 
Each customer should be profitable even 
if money is lost on an occasional product 
or transaction 
Mass media is used to build brand and 
announce products 
Interactive communications is used to 
determine individual needs  
 
 
Share of market is interested in building a functioning product and collecting then 
customers who want to use it. Share-of-customer strategy builds its operations around an 
individual customer. This way the needs and wants of a customer are examined and the 
services or products are made to serve their interests. Depending on the nature of business, 
both strategies can bring value for the customer. (Peppers & Rogers 2011.) 
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3.2  Profitability 
 
Earlier it was more admired to have as many customers as possible but it is noted that it’s 
not only the amount of customers that create high profitability. What has proven to 
increase profitability is the acknowledgement of the needs of the most important customers 
and developing the services to best match these needs. (Kumar & Petersen 2012, 11–12.) 
With thorough segmentation it is easy for company to separate the most beneficial 
customers and then to develop a plan to maximize their value. Too many companies focus 
on making the products profitable, although the success of the products is depended on 
customers who buy them and bring profits. It is not the product itself that defines the 
profitability, but mainly the actions that are taken after the manufacturing. (Payne 2006, 
102–164). As Hogan, Lemon and Libai (2003) state in their research, the value of a lost 
customer depends on the nature of leaving. Customer may leave because of a competitor, 
or because they decide to stop using such services that their provider offers. The latter 
situation, disadoption, doesn’t mean just lost of customer’s purchases, but also lost 
opportunities for customer acquisition, through word of mouth or other social outcomes. 
(Hogan, Lemon & Libai 2003.) 
 
Different products have different requirements by customers and customers are not similar 
by their requirements. Thus, it is a sum of multiple actions that determines how much 
profit company makes. (Payne 2006, 102–164.) So called Pareto law is said to apply in 
business. According to Pareto law, 80% of a company’s incomes come from 20% of its 
inputs. This can be applied to state that 80% of a company’s total sales are generated by 
just 20% of its customers and also 80% of the business costs are created by 20% of its 
customers. (Starak 2014.) 
 
It is vital for a company to know in which segment the unprofitable customers are. 
Companies should divide the main segments into smaller parts to find these customers. 
Some companies use average cost calculations per customer, which then is irrelevant when 
separating the best customers from the weakest ones. The costs of serving individual 
customers vary. The costs begin already from the point that the order is made: different 
amount of time is consumed by different customers. Also the production costs vary: the 
more complex the order is, the more costly it is. After the production, the product(s) are 
17 
 
usually sent to customer or kept in warehouse, where the costs vary based on where the 
goods are sent or how long they are kept in storage. For company to assess the profitability 
of customers it is good to think about these factors from the viewpoint of what they want to 
avoid: in this case for example too complex products, shipping costs or warehousing time. 
(Payne 2006, 102–164.) 
 
 
3.3  Customer switching and bonding 
 
Customer switching is a process at the end of which a customer changes their service 
provider. The switching process starts when the customer considers changing their service 
provider. Not every time does a customer change their provider, but decide to continue as 
normal, being a non-switcher. The reason that triggers switching can be anything that 
happens during the relationship. Hence, it is not just unpleasant experience that triggers 
customer switching but for example as simple thing as the location of provider’s office. 
(Roos 2001, 1–14.) In fact, Goodwin (2011) states that it is often the satisfied customers 
who tend to switch company on a yearly basis when again the unsatisfied customer may 
stick to the same company for several years, due to for example switching costs or needed 
efforts. (Goodwin 2011.) Storbacka, Strandvik and Grönroos (1994) point at Reichheld’s 
studies (1993) according to which 65% to 85% of leaving customers are either satisfied or 
very satisfied with their previous supplier.  
 
Roos (2001) points out that switching can be voluntary or involuntary. Voluntary switchers 
have a choice to continue with their old provider, but decide to switch due to, for instance, 
a better offer from a rival. Involuntary switchers in turn are forced to switch their provider, 
because of some change in conditions, for example, due to moving away from their old 
residency. (Roos 2001, 1–14.) Roos (2001) also emphasizes the importance of emotions in 
the switching process. In many case the negative emotions lead to switching and for that 
reason, should not be underestimated by the company. (Roos 2001, 86–91.) 
 
Understanding the customer behavior in a as well how customers make their choices, can 
help in understanding their switching behavior also. Customers have different standards of 
comparison and what makes some customer satisfied doesn’t necessarily please another. 
What also affects the relationship is the customer’s zone of tolerance. Some customers 
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can’t stand any obstacles in the relationship. Liljander and Strandvik (1993) explain the 
zone of tolerance as an “inertia regarding behavioral responses to disconfirmation of 
expectations.”  For example when two different customers have to queue every time they 
visit a store, another’s zone of tolerance may fill up and lead to a switch of the provider. 
The other one may find it worth to wait if the service is good. (Roos 2001, 28–105.) Ang 
and Buttle (2006) found out in their study that as much as 85% of the companies involved 
in their research, were monitoring the signs of their customers being about to switch 
company. Most of those companies found the complaints being the first signs of switching. 
(Ang & Buttle 2006.) 
 
Customer switching starts from a trigger. Trigger is a factor which somehow changes the 
relationship, but is not necessarily the only reason for switching. It may sometimes be hard 
to recognize the trigger since especially in a long relationship the trigger might have taken 
place a long time ago and the actual switching well ahead from that. Triggers can be 
divided into three categories: situational, influential and reactional trigger.  Situational 
trigger includes factors happening outside the company. For example change in customer’s 
economic situation or schedule. Influential trigger is some company specific happening 
that has made the customer somewhat dissatisfied. It can be either a change in company’s 
own operation or competitor’s improvements in some area of the customer’s interest. 
Reactional trigger happens inside the company. Reactional trigger is a wake up situation 
for customer, for example bad customer service or renewed systems that don’t please them. 
(Roos 2001, 114 & 134.) 
 
What creates a competitive advantage for a company and reduces customer switching, is 
customer bonding. Customer bond is some sort of a tie that makes the customer stay in 
same company. It can be anything from having a friend working at the company to flexible 
operating style. Goodwin (2011) says that the best bonds are such that they can’t be easily 
adopted by competitors, or for the customer to do themselves. An effective bond is tightly 
connected to company’s basic operations. Goodwin (2011) has given three different types 
of customer bonds: switching costs, switching losses and prevention bonds. Switching 
costs include any costs that would arise for the customer due to switching. Not only direct 
costs but, for example, the costs of travelling to a new provider. Switching losses include 
special features and benefits that a company offers that are difficult to transfer to new 
company. For example, trust in relationship or expertise about the customer’s needs. 
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Prevention bonds are actual policies that make the switch impossible or hard, for example 
a legal contract. The aim of the customer bonds is to increase the retention time of the 
customers. Bonds are easier and less expensive than replacing the lost customers with new 
ones, lowering prices or trying to excel in every encounter with every customer. Bonds can 
also protect the customers from competitors. 
 
Liljander and Strandvik (1995) have represented 10 different kinds of bonds (TABLE 3.) 
 
TABLE 3. Customer bonds. (Adapted from Liljander & Strandvik 1995.) 
 
Type of Bond Example 
1. Legal  A contract between provider and customer (Telephone company) 
2. Economic  Purchase based on customer’s budget / Price reductions  
3. Technological Purchase requires special maintenance through the provider 
4. Geogrpaphical Limited number of service providers because of distance 
5. Time Suitable business hours / Flexible appointment system 
6. Knowledge Provider has strong knowledge of the customer (Same worker) 
7. Social Customer and personnel know each other: contacting is easy, trust 
8. Cultrual Customers  relate with subculture (Language / Country) 
9. Ideological Same values (Green products / Domestic products) 
10. Psychological Brand image / Customer is convinced a provider is superior 
 
The five first ones are exit barriers. They are factors which customer can’t affect but can be 
managed by the provider. They have that way more negative touch than the other five 
bonds. A good example of technological bond is a new car, which has to be maintained in 
brand service to retain better reselling price. In this case, the bond keeps the customer loyal 
even though the service was bad. The five remaining bonds are more positive bonds 
regarding the customer. They are also more intangible bonds, hence harder to measure or 
manage by companies.  Especially knowledge and social bonds require attention by the 
provider but also offer more individual relationships and easier communication. Cultural, 
ideological and psychological bonds lie in the mind of the customer and when matching, 
can create very strong relationship. Bonds are important regarding the customer retention. 
When customer has one bond or more, they will have a greater tolerance zone towards the 
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relationship’s obstacles and it’s harder to break the relationship. (Liljander & Strandvik 
1995.) 
 
 
3.4  Customer commitment and research 
 
There are three types of customer commitment recognized: instrumental, relational and 
values-based commitment. Instrumental commitment means that the customer believes that 
their own company best serves their interest and no other company could do the same. In 
this situation customers’ expectations have been fulfilled and exceeded and they are truly 
committed. Relational commitment has to do with personal relationships. The customer is 
attached to their company because of some employee(s). Relational commitment is due to 
excellent service by some people and can lead the customer to think that just that company 
provides the best service and has the most competent people working there. Values-based 
commitment is a result of matching values of a customer and a company. These values 
may for example be related to environmental issues. When customer can share their values 
with some company, it is very likely that they stay in that company even though some rival 
had same sort of products or services. (Buttle 2009, 277–279.) 
 
Buttle (2009) gives an excellent example of customer commitment and its power: Body 
Shop. They started to sell environmentally friendly and non-animal tested products in 
beauty business. Due to this they got committed customers and also changed the whole 
business sector to be more conscious about these issues. Studies have shown that 
emotionally engaged customers are less likely to switch a company than just satisfied 
customers. Getting the customers loyal to business brings for example the possibility to 
gain better prices for the products. Leventhal (2006) raises one example of this: Starbuck’s. 
It is not the price according to which the consumers evaluate the company, but the brand. 
Starbuck’s has succeeded to grow into a global company with quite a simple idea. 
(Leventhal 2006.) 
 
Increasing customer satisfaction isn’t a guarantee of increased loyalty, as too many 
businesses think. A common thing to gain loyalty is to provide some sort of compensation 
for the regular customers. However, the truth is that no single reward program is going to 
make a company successful. (Leventhal 2006.) What is it then that helps you in gaining 
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loyal customers? Leventhal (2006) highlights the importance of positive experience and 
customized services. Also you should have some unique thing that makes you special in 
the eyes of a consumer. It’s not only the price that counts, but there should be some factor 
that creates other value for the customers. (See chapter 2.3., 9.) 
 
With a customer research it is possible to learn more about consumers’ behavior. The goal 
of a customer research, related to customer retention, is to find out why customers are not 
staying at the company, what the causes for their leaving are and how is it possible to find 
out these causes. Investigating former customers is a good way to understand their 
switching. Some reasons are more foreseeable than others. The factors that launch 
switching were represented in chapter 3.3.There can also be some warning signals that 
forego the switching and when identified, give the company a possibility to act against it. 
Weakened recency-frequency-monetary value rate (RFM), unused targeted offers, reduced 
satisfaction and unsuccessful complaint handling are all some of the early warnings for 
companies. When customers are segmented, the reasons for their leaving can be analyzed 
related to specific groups, and the retention efforts can then be targeted in order to satisfy 
the most important customers. (Buttle 2009, 282.) 
 
In addition, surveys are done by companies in order to find out the amount of satisfaction 
or levels of recommendation and loyalty. They help companies to gain knowledge about 
the most important customers’ attitudes and allow companies to collect information about 
things that need improvements. What is also useful is that surveys reveal as well the 
successful ways of doing, which can then be highlighted even more in the future. Thus, the 
main goal of customer surveys is not only to get an idea about what customers think about 
the company, but to improve the customer retention rate in the future aspect. (Goodwin 
2011.)  
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4  CUSTOMER RESEARCH 
 
 
4.1  Case Company – LocalTapiola 
 
LocalTapiola is a company group owned by its customers. The company serves personal-, 
agriculture-, entrepreneur-, company- and society customers in the field of indemnity, life 
and pension insurances as well as in the field of investment and saving. The LocalTapiola 
group is formed by LocalTapiola indemnity insurance and regional companies together 
with nationwide LocalTapiola life company, LocalTapiola finance company and 
LocalTapiola estate finance company. The bank business is dealt with in S-pankki, from 
which LocalTapiola owns 25%. LocalTapiola’s regional companies’ network consists of 
19 companies around Finland. The amount of personnel is around 4,000 and the amount of 
customers around 1.6 million.   
 
LocalTapiola’s roots can be traced all the way back to the 19th century. Two companies 
were established in 1909 and 1917, called Pohja and Aura. These two insurance companies 
merged in 1982 and the name was changed two years later into Tapiola. Tapiola and 
another insurance group, Local Insurance, had negotiations all the way through 1990 to 
2000 about a merge. In the year 2011 these two companies finally achieved consensus 
about the merge and a letter of intent was written in the end of the year. The merge was 
published in February 2012. With the new name LocalTapiola started their operations 
officially as one company in January 2013. In 2014 LocalTapiola transferred its fund 
management to S-Pankki Oy’s daughter company FIM Varainhoito Oy. The cooperation 
with S-Pankki has brought an opportunity for LocalTapiola’s customers to collect bonus 
for their customership, which can be seen as a major competitive advantage for the 
company. (LocalTapiola 2014.) 
 
 
4.2  Customer Research 
 
A customer research was done in cooperation with the regional company of Ostrobothnia. 
The research was made in order to find out the overall opinion about the company and the 
amount of satisfaction among the customers. Different areas of service were studied and 
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the reasons for selecting LocalTapiola as an insurance company were asked. The research 
was designed based on the theory part in order to be able to examine also the existing 
customer bonds and customer commitment. The questionnaire was done in Finnish and 
Swedish due to the bilingualism in the area where it was distributed.  
 
The customer research was implemented using quantitative method in a survey, which was 
distributed in the offices of Ostrobothnia area. In addition to this the questionnaire was 
distributed by an S-bonus marketing group. The questionnaire was available for 4 weeks 
and altogether 41 answers were returned, from which 1 couldn’t be used in analysis 
because of a misunderstanding of the interviewee about the questionnaire topic. The 
purpose of the questionnaire was explained for the interviewee at the beginning of the 
document. An average time of filling in the questionnaire was also mentioned to gain more 
answers. Microsoft Office Excel was used in analyzing the questions and illustrating the 
results with graphs and tables.  
 
The questionnaire consisted of 8 questions. Both open- and closed ended questions were 
used. The first 3 questions were to collect some background information about the 
interviewee: age group, gender and the length of customer relationship. Another questions 
measured the customer’s commitment, reasons for choosing LocalTapiola as an insurance 
company and reasons for leaving a possible previous insurance company. To measure the 
amount of positive word of mouth and to find out the amount of satisfaction among the 
customers, it was also asked if the respondent would recommend LocalTapiola to their 
friend. For those who wouldn’t recommend the company to a friend, there was free space 
given for reasoning the answer. The last part of questionnaire consisted of 11 sentences 
about LocalTapiola, each of which the interviewee had to choose one of four options that 
best suited their opinion. The options for the sentences were “strongly agree”, “agree in 
some amount”, “disagree in some amount” and “strongly disagree”. The options were 
explained before the sentences and numbered from 4 being “strongly agree” to 1 “strongly 
disagree”. Finally, the interviewee was given a possibility to open up their answers or give 
other feedback. The interviewees were also thanked for their replies. (Appendix 1.) 
 
 
 
 
24 
 
 
4.3  Research analysis 
 
The first question was about the age distribution of the customers (GRAPH 2.) The 
question was asked to find out the most common life situation of the customers and also to 
be able to estimate the amount of potential buyers of specific insurances. 
 
GRAPH 2. The age distribution 
 
Four age groups were defined based on different need in life: under 24 years, 25–39, 40–59 
and 60 years or more. The age groups represent approximately youngsters, family 
grounders, middle aged and those close to retirement age and retired. Each group have 
their own needs, and should be noted in an insurance company. The biggest age group is he 
middle aged by 20 out of 40. Second biggest group is the family grounders. Youngsters 
and near to or retired groups are quite equal. What needs to be noted based on these result 
is that in future there will be a growing number of retired customers, who could be served 
with age appropriate insurances, such as travelling insurances or life and indemnity 
insurances.  
 
The second question figured out the gender division of the customers. Both genders were 
quite equally represented in every age group. In total 55 % of the interviewees were men 
and 45 % women, so both genders’ opinions were received for the research.  
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The third question asked was the length of the customership (GRAPH 3.) The purpose of 
the question was to find out the amount of “win over customers” and loyal customers. The 
numbers could tell what proportion of the customers has stayed loyal to the company for 
several years, and the proportion that might be changing their company more often.  
 
GRAPH 3. Relationship length 
 
Customers were divided into three groups: under 1 year, 1–4 years and over 5 years. The 
groups symbolized those who had changed their insurance company or chosen their first 
insurance company within one year. Second group represented those who had already been 
a customer over one insurance year but who were not yet long-term customers. The third 
group was the loyal customers who had been customers to the company for already over 5 
years. 
 
GRAPH 3 shows that over 50 % of the customers that answered to the questionnaire were 
long term customers. 15 % of the customers had stayed in the company for less than one 
year. The result is good in that sense that half of the customers are retained in the company 
long term and also new customers are coming in, although some of them might be 
company switchers who will in some point be lost to a competitor.  
 
Fourth question was measuring customers’ loyalty and commitment to LocalTapiola. 
Customers are able to concentrate their insurance business to LocalTapiola and it was 
asked whether the customers had done so. As many as 80 % of the customers answered, 
that they had concentrated their insurances to LocalTapiola. Rest 20 % had insurances also 
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in some other company. What can keep a customer off concentrating their insurances in 
LocalTapiola, are for example other banks’ policies in rewarding the customer. For 
example, if the customer has their bank account in some other bank than S-Pankki, they 
might get bonuses from that company’s insurances also and want to use that bonus. A 
result for this would be to increase the awareness of S-Pankki and gain more insurance 
customers to use it for example through quick remuneration for S-Pankki customers. As 
the bank is new for LocalTapiola customers the most important thing is to promote it 
positively especially for every new customer, and make them see both insurances and bank 
services as a tight and valuable package.  
 
 In the fifth question the purpose was to find out why customers chose LocalTapiola for 
their insurance company (GRAPH 4.) The question was to find out what things most 
appeal on new customers. Also by knowing the reasons for customers to choose 
LocalTapiola, those important things could then be further developed and turned into 
competitive advantages.  
 
 
 
GRAPH 4. Reasons for choosing LocalTapiola 
 
Customers were given 8 pre-stated options: personnel, price, advertising or event, 
recommendations, location, S-bonus, insurance bidding and opening hours. In addition 
there was an option “other” that could be chosen and specified. Interviewees could choose 
one to three most suitable alternatives for choosing LocalTapiola.  
Personnel 
19 % 
Price 
25 % 
Advertising / event 
2 % 
Recommendations 
10 % 
Location 
9 % 
S-bonus 
18 % 
Insurance bidding 
9 % 
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Other 
6 % 
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Three most important factors for customer to choose LocalTapiola were price, personnel 
and S-bonus (GRAPH 4.) Price is always important for a customer, and it is essential to 
point out that even if LocalTapiola didn’t have markets’ cheapest insurances, they stand 
out in insurance content and coverage. Especially in a bidding situation customers should 
be informed about the differences in insurance coverage as some companies provide cheap 
insurances, which then don’t cover things as widely as the corresponding insurances of 
LocalTapiola. Even for the customer it is in long term more profitable to pay a little bit 
more on yearly level on their insurances than discover the real deductible costs of cheaper 
insurances when the accident has already taken place.  
 
Personnel are also an important thing for a customer, since they give the company the face. 
When contacting the company for the first time, customers want to have the feeling of 
being welcomed and wanted. In a bidding situation the personnel may solve the customer’s 
pondering between two companies if the offers are quite the same: welcoming personnel is 
more attractive than neutral or fed up personnel. To maintain the good impression of the 
personnel it would be a good thing to make sure the working environment is good. Of 
course people can’t be having a good day every day but when the conditions at the work 
place are enjoyable, the amount of bad days is diminished and customers get a good 
impression about the company when seeing the satisfied personnel. Recreational events for 
personnel are also a handy way to create mutual spirit and relaxing atmosphere.  
 
S-bonus was chosen as the third popular reason to choose LocalTapiola. This is a good 
example of a competitive advantage since the bonus system hasn’t yet existed for a long 
time. Also a sign of S-bonus’ attractiveness is that all of the customers who had been in the 
company less than a year had mentioned S-bonus as one reason for choosing the company. 
When customers see S-bonus as such a positive thing, it could be a good starting point for 
recommending S-bank for the primary bank for those customers also.  
 
Recommendations were also quite important for the customers, and this can be maintained 
by taking care of the customer service and its functioning. When customers feel that they 
are being appreciated, they will also spread the positive word of mouth to their friends and 
acquaintances. Insurance bidding and location both had 9 % share of the answers and show 
that bidding situations are dealt well and that the locality of the company is appreciated. 5 
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interviewees chose also the option “other”. Other reasons to choose LocalTapiola were 
family based: “tradition in the family” and “long-term customer, been customer from 
childhood”. Some reasons were: “the locality and quick action in reimbursement 
situation”, “customer through corporation” and “the difficulties in the previous company in 
getting personal service”. One applicant answered they “liked the overall policy of the 
company”.  
 
Next question was: “If you have previously been a customer of some other insurance 
company, what were the reasons affecting your decision to switch the company?” This 
question was included to find out for what reasons the customers left their previous 
insurance company. (GRAPH 5.) When knowing the most common reasons, it is possible 
to develop other companies’ weaknesses and shape them into own strengths.  
 
 
GRAPH 5. Reasons for switching 
 
Interviewees were provided with 5 predetermined options and again the option of “other” 
with a reasoning, what. Predetermined options were personnel, price, problems with 
reimbursement, service availability and insurance availability. Instructions were given to 
choose one to three best suitable alternatives. 5 interviewees answered they hadn’t had 
insurances in any other company and additional 7 interviewees left the question 
unanswered. In total, 28 answers were received in this question.  
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Three most common reasons for switching an insurance company were price, service 
availability and personnel. Some applicants had also switched company for as simple 
reason as the possibility of concentrating insurances in a same company or because of the 
merge that took place in the old company. 27 % of interviewees answered “service 
availability” to be one of the reasons behind their decision to change insurance company. 
This could be one weakness of the other companies that can be turned into competitive 
advantage in LocalTapiola. 18 % answered that the personnel at the former company were 
one factor affecting their switching. One applicant, for example, felt strongly negative 
about the personnel’s friendliness and willingness to serve the customer, which made them 
eventually to switch. 
 
Next question was if customers would recommend LocalTapiola for their friend. 39 out of 
40 interviewees answered yes, which is amazingly good result. One comment on this 
question was that “LocalTapiola has been very flexible”. The one interviewee, who 
answered “no”, had reasoned their answer as follows: “the corporate insurance side has 
been very disorderly.” Perhaps this means that the policy after the merge has been 
confusing in customer’s viewpoint and the corporate services should be cleared for the 
customers better. It could be needed to go through the basic running errands of the 
corporate insurance side, and examine whether there are some overlaps in how to deal in a 
specific situation. Also it could be useful to make sure that the personnel, who deal with 
the corporate insurances, know own and others’ area of responsibility. 
 
The last question was measuring customers’ opinions about LocalTapiola. The sentences 
were basic things about customer service, the image they had about the company, 
experiences on running errands through different touch points and how important they see 
some strength areas of LocalTapiola. (TABLE 4.) 
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TABLE 4. Customers’ opinion on LocalTapiola 
 
 
Opinion on LocalTapiola 
 
Strongly 
agree      
% 
Agree in 
some amount 
% 
Disagree in 
some amount 
% 
Strongly 
disagree 
% 
Different needs of customers are 
well observed 
32.5 62.5 5 – 
Customership in LocalTapiola is 
worthwhile for me 
37.5 57.5 5 – 
Personnel are friendly and 
competent 
77.5 20 2.5 – 
My image of LocalTapiola is 
positive 
57.5 42.5 – – 
I’m satisfied in the 
communication of LocalTapiola 
37.5 42.5 17.5 2.5 
LocalTapiola appreciates my 
customership 
35 52.5 12.5 – 
My experience of running 
errands at office is positive 
70 30 – – 
Running errands on the internet 
is easy for me 
27 51 19 3 
Running errands on a phone is 
easy for me 
25 42.5 22.5 10 
I want to concentrate my 
businesses on one company 
54 31 10 5 
Receiving S-bonus is important 
for me 
50 27.5 12.5 10 
 
11 sentences, shown in TABLE 4, were introduced to interviewees, who were asked to 
answer on each sentence according to their opinion. The options to choose from were: 
“strongly agree”, “agree in some amount”, “disagree in some amount” or “strongly 
disagree”. Usually in questionnaires there is also a neutral option, “can’t say” or “don’t 
know”, but that was intentionally left out to get an idea if interviewees were more positive 
or negative about the examined factors. Probably due to this also some answers were left 
empty in couple of points. For example 3 interviewees didn’t answer to how they felt about 
visiting the office. Also 3 left the part of running errand son the internet plank. These 
interviewees could have left he points unanswered if they haven’t got experience about 
those things. One plank answer was received also in second to last point, where it was 
asked whether the interviewee wants to concentrate their businesses in one company. All 
except these points received solid 40 answers.  
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Overall, the opinion about LocalTapiola and its operations from the viewpoint of its 
customers is good. Most positively thought touch points were LocalTapiolas personnel, 
who 77.5 % of the customers said to strongly agree on being friendly and competent, and 
the positive experience of visiting the office, which was strongly agreed on by 70 % of the 
interviewees. One interviewee had commented the company as follows: “good and friendly 
service. The decision making process has become faster during the years.” Another 
interviewee wanted to thank the personnel for good service.  
 
Over 50 % of the interviewees also strongly agreed on having a positive image of 
LocalTapiola as a company, wanting to concentrate their businesses into same company 
and feeling it’s important to receive S-bonus. The fact that most of the customers could 
strongly agree on having a positive image of LocalTapiola is important in having 
committed customers. When the customers’ image of a company is positive, they are also 
more committed to the company by heart and are more likely to stay in the company. S-
bonus is one big factor that creates value for the customers. As LocalTapiola is the only 
insurance company offering S-bonus, it definitely is a strong competitive advantage that 
can maintain customers from rivals. In total 75.5 % of the customers answered they 
strongly agree or agree on some amount that S-bonus is important for them. When having 
an insurance bidding, S-bonus among other things is a good draw card for LocalTapiola, 
and should be reminded for potential customers.  
 
95 % of the interviewees agreed on some amount (62.5 %) or strongly agreed (32.5 %) on 
that LocalTapiola has been successful in observing the different needs of the customers. 
LocalTapiola has insurances in areas that some other companies don’t have, so this result 
could have been expected. Also 95 % agreed on some amount (57.5 %) or strongly agreed 
(37.5 %) on with the statement that being a customer at LocalTapiola is worthwhile for 
them. This shows that the customers do have bonds with the company, and those bonds 
bring along value for them in the relationship. When customers see the value obtained 
from the relationship, they are more committed to stay in the company.  
 
A sentence that had variance was the question whether the customer was satisfied in the 
communication of LocalTapiola. 17.5 % of the interviewees disagreed in some amount and 
2.5 % strongly disagreed on being satisfied with the communication. What was revealed on 
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free comment part was that some customers would like to feel more connected to 
LocalTapiola, or get more feeling of being appreciated. One interviewee answered that 
“LocalTapiola hasn’t been in contact with me in any other way than through invoice. It 
would be nice to be somehow rewarded for loyal customership with a small gift or 
discount for example.” Also another interviewee replied that “LocalTapiola hasn’t really 
contacted me except with an invoice.” These comments do raise an idea of creating some 
campaign for rewarding customers. It doesn’t have to be a big gesture by a company to 
make their customers feel appreciated and special. For example, it could be nice gesture to 
send some small item with a thank you letter. At fall when it starts to get dark this item 
could be a pedestrian safety reflector. Also sending for example congratulation via email 
on customer’s birthday would be a nice way of acknowledgement that for sure insurance 
companies normally don’t do. With small gestures the customers can feel more close to the 
company and create feeling of belonging to LocalTapiola, which again increases 
commitment.  
 
Two most divisive sentences were whether it is easy to run errands on the internet or on a 
phone. 19 % answered disagreeing in some amount and 3 % strongly disagreeing on about 
the easiness of running errands on the internet. One interviewee mentioned that “the 
internet site of the company is quite incoherent. 22.5 % answered disagreeing in some 
amount and 10% strongly disagreeing that running efforts on a phone would be easy. 
These numbers are already quite high, and one interviewee had given a possible reason for 
these results. They said that “taking care of business in phone happens through several 
diversions.” Maybe the path of handling customers’ cases on phone could be checked and 
if possible, simplified. It is nicer for the customer to deal with their business with one 
person.  
 
On the internet it is easy for the customer to choose their own area of interest from 
“person”, “agriculture” or “corporate” section. After this there are also clear diversion 
options from insurances to customer service. What first came into mind when entering the 
path this way was that could I somehow see all the insurance option listed in same place? 
What was good was that when the customer clicks for example home insurance, they get 
the option to choose their current life situation which again offers some useful insurance 
suitable for that life situation. Maybe this option of choosing own life situation could be 
presented already when choosing the insurance part from first page. Also one common 
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thing searched from a company webpage is the contact information. There should be a link 
“offices” or “contact information” right at the first page. Currently the information is found 
through pressing the “customer service” link.  
 
The last part of the questionnaire was a free comment space. In addition to former 
comments there were some other notices or suggestions too. One interviewee said “S-
bonus did clearly increase the prices of insurance a bit, but the bonus itself is a good 
thing.” Other was wondering if “the insurances of old customers could be checked through 
now after the merge has taken place.” Perhaps this customer had doubts of having the 
insurances up to date. As it is not known which company’s customer this has been, 
Tapiola’s or Local Insurance’s, LocalTapiola could send for example mail for old 
customers and ask them to book time to office if their insurances haven’t been updated for 
few years. One customer had suggested a point of improvement. They said that “the former 
company didn’t take extra costs for paying the invoice in parts. It would also be more 
convenience to have all insurances on same invoice when wanted by the customer.”   
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5  CONCLUSION 
 
 
The thesis focused on examining the relationships between companies and its customers. 
Customer retention was highlighted in thesis and it was found out that customer retention 
in its most efficient form can actually be more profitable for the company than acquiring 
new customers. It was noted that with the help of CRM it is easy for the companies to 
acquire certain types of customers, from who those with best value offered and received 
can be separated. These selected customers can then be more focused on and their interests 
served with care. It was discussed that trust in a relationship together with shared values 
equal commitment. Committed relationship by both parties is the ideal situation which 
should be pursued. When commitment is achieved, the relationship is wanted to retain by 
both parties and the parties are also willing to put more effort on the relationship. This way 
the relationship can be retained also when facing difficulties.  
 
The questionnaire was designed according to the theory part to find out reasons for 
customers to switch their insurance company and choosing a specific company. It was 
found out that the price is not the only factor when comparing insurance companies. When 
customers had changed their insurance companies, the most common reasons were price 
(33 %), service availability (27 %) and personnel (18 %). The three most important factors 
for customers to choose LocalTapiola for their insurance company were price (25 %), 
personnel (19 %) and S-bonus (18 %). 39 out of 40 customers answered they would 
recommend LocalTapiola for their friend. The result is amazingly good, and shows that the 
customers in general are very satisfied in LocalTapiola. As the results show, S-bonus has 
also gained more customers to the company. 77. 5% of the customers “strongly agreed” or 
“agreed in some amount” that receiving S-bonus is important for them. S-bonus is 
definitely one of the competitive advantages of LocalTapiola.  
 
Customers were proven to be very satisfied in LocalTapiola’s customer service. 87.5 % of 
the customers felt their customership is appreciated by LocalTapiola and 95 % said that the 
different needs of the customers are well observed. Customers were given a chance to give 
feedback, and comments were very positive. One customer thanked LocalTapiola for great 
service, and another one for being flexible.  
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What was noticed to need possible improvements were the web pages and customer 
service on phone. Some customers found the company web page confusing and couple of 
customers complained that taking care of businesses on phone happened through many re-
connections. Two customers had also commented on the communication style of the 
company. They said they hadn’t been contacted in any other form than through invoices.  
 
Thesis answered to the questions introduced at the beginning of the process. What was 
interesting to learn, were the different bonds affecting the customer behavior. It is not only 
the price that affects customer’s choice of service provider, but remarkably lot it is up to 
other things, such as the personnel and service availability, that increase customer retention 
through satisfaction and commitment.  
 
In conclusion, businesses should focus on retaining the customers, who bring value for the 
company, and whom the company can offer value for. Successful relationship requires 
both parties to be willing to put an effort for retaining the relationship. This way 
commitment is achieved, which again creates the profit. Customer acquisition an important 
thing for any company, but at the end it is useless unless the most important customers can 
be retained.  
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 APPENDIX 1 
 
 CUSTOMER SURVEY   
Hello!  
I’m doing a thesis about customer relationship management. The aim of this survey is to 
examine customers’ opinion about LocalTapiola as an insurance company and to find out 
the factors affecting the choice of an insurance company. It takes approximately 2 minutes 
to answer to the survey. 
Jonna Ylinen 
 
1.  Age group:   under 24          25-39 40-59 over 60 
2.  Gender:   man   woman 
3.  Relationship length:   under 1 year 1-4 years over 5 years  
 
4.  Have you concentrated your insurances in LocalTapiola? 
Yes No 
 
5.  What were your reasons to choose LocalTapiola? Choose one to three alternatives.  
Personnel S-Bonus 
Price Insurance bidding 
Advertising/fair Opening hours 
Others’ recommendations Other, what: ________________________ 
Location 
 
6. If you have previously been a customer in some other insurance company, for what 
reasons did you decide to switch the company? Choose one to three alternatives.  
Personnel   Service availability 
Price   Insurance availability 
Problems with reimbursement Other, what: ______________________________ 
     
7.  Would you recommend LocalTapiola for your friend?  
Yes  No 
If you chose ”no”, why?:  
_________________________________________________________________________ 
_________________________________________________________________________ 
 
8.  Answer to the sentences by circulating your answer 
4 = strongly agree  3 = agree in some amount  
2 = disagree in some amount  1 = strongly disagree 
 
Different needs of the customer are well observed  4 3 2 1 
It’s worthwhile for me to be customer at LocalTapiola 4 3 2 1 
Personnel are friendly and professional 4 3 2 1 
My image of LocalTapiola as a company is positive 4 3 2 1 
I’m satisfied with LocalTapiola’s communication 4 3 2 1 
LocalTapiola appreciates my customership 4 3 2 1  
My experience of visiting an office is positive 4 3 2 1 
Running errands on the internet is easy for me 4 3 2 1 
Running errands on a phone is easy for me 4 3 2 1 
I want to concentrate my businesses on the same company 4 3 2 1 
It’s important for me to receive S-Bonus 4 3 2 1 
  
Possible reasoning for the sentences above, other feedback: 
_________________________________________________________________________ 
________________________________________________________________________________ 
________________________________________________________________________________ 
 
Thank you for answering!
     
 APPENDIX 2 
 
Free feedback: 
1. Insurance invoices could come in same invoice and give a possibility to pay in parts 
without extra costs 
2. Friendly and nice customer service. Reimbursement decisions have fastened during the 
years. 
3. Thank you for good customer service! 
4. LocalTapiola hasn’t been in contact with me in any other way than through invoice. It 
would be nice to be somehow rewarded for loyal customership with a small gift or a 
discount for example. 
5. Taking care of businesses on phone involves many re-connections. 
6. S-Bonus good! 
7. Internet pages are quite confusing. Individual customer isn’t being paid attention to 
otherwise than with an invoice.  
8. Prices went up after S-Bonus. 
9. Old customers’ insurances could be checked up after the merge.  
10. LocalTapiola hasn’t really contacted me except with an invoice 
 
Reasons for choosing LocalTapiola: 
1. Customer through a company. 
2. Locality and fast reimbursement decisions. 
3. Tradition in the family. 
4. Have been a customer since childhood. 
5. Flexible 
 
Reasons to switch pervious insurance company: 
1. I wanted to concentrate my insurances into same company 
2. Merge in the company 
3. Personnel’s unfriendliness, lack of service spirit. 
 
“No” answer in recommending LocalTapiola for a friend: 
The company side customer service has been very disorganized.  
 
